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LEFROY EXPLORATION LTD
LEX:AU, $0.89. Market cap A$106m
Third drillhole into Burns high grade gold/copper suggests
good continuity at depth

e LEX attracted a great deal of attention with the release of its first drillhole into a high grade
gold/copper section at the Eastern Porphyry of the Burns project. A 38m interval in RC hole
LEFR260 delivered 7.6gpt gold and 0.6% copper, a remarkable intercept, which saw an
immediate rerating of LEX, peaking at a market capitalisation of around $180m.

e LEX geologists were quick to twin the RC hole with diamond to understand what exactly they
had found. This hole (LEFD004) not surprisingly drilled into the mineralised unit intersected in
260, but was extended to a TD of 371m and two further mineralised sections were obtained
(10m and 50m in downhole thickness). This was very encouraging.

e We still haven’t seen assays back from hole 4 due to the current delays in WA assay labs.

e LEX geologists then repositioned the rig for a step-out hole aiming to intercept the high grade
zone around 50m beneath hole 260 in order to get some idea of the geometry and alteration
of the mineralisation.

e Success! On 13 May, the company announced that OBURCDO025 had intercepted 2 mineralised
zones, one of 35m downhole width in the position expected by the geologists (always a good
sign); the second demonstrating vertical continuity of one of the deeper intervals seen in hole
4,

e While only 55m down the system hole 25 is important in that it shows that the discovery hole
has not just drilled down a high grade shear: there does appear to be some dimension to the
zone.

e But what of the grade? Its all very well having similar rock types (and photos presented do
suggest the rocks obtained in hole 25 correlate well with those in 4). Sadly we will have to wait
for assays. No ‘visual assaying’ in this company.

e So what next? A third hole (267) has been collared to test the Eastern Porphyry some 60m
beneath hole 25, attempting to establish that this discovery has more vertical extent.

e If readers are confused with all these depths and intervals, the cross section below should
make it clearer.
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Figure 6 OBURCDO025 interval 247.74m-247.87m shows hematlte (red rock) altered diorite porphyry with a
magnetite vein containing chalcopyrite. The white mineral is magnesite

Source: LEX release 13 May 2021

MIFID Il compliance statement: Bridge Street Capital Partners are not Corporate Advisors to LEX and do not receive fees
from LEX for services provided. See disclaimer/disclosure for more detail. Bridge Street has acted as Lead Manager and
Book Runner for a placement in 2019 for which BSCP received fees. See disclaimer.
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e Here we have highlighted the altered/mineralised sections (in green) with gold stars. Note that
we have only seen assays from a single hole, but the rock types and mineral assemblages appear
similar with “red rock” (haematite-rich alteration) and magnetite/sulphide (pyrite and
chalcopyrite) overprinting diorite porphyry and basalt rock type.

o The following comment from the release is important:

Observations from hole OBURCO025 support the Company’s view that the amount of magnetite-
chalcopyrite veining (Figures 4 & 6) has increased with depth when compared with that observed
in LEFDO04. This supports the Company’s interpretation that the strength of the Burns Cu-Au
mineral system may be increasing with depth.

e |mproving with depth? That would be a huge positive. This is why the current hole, 267, is so
important.

e QOur only slight concern with this interpretation is: what happened to the mineralisation in hole
259, less that 50m above the discovery hole. Here assays are just 7m at 0.79gpt (designated ??
in the section above). But it is possible that we are near to the top of the mineralisation.
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So, what could the Burns high grade zone be?

e C(Clearly it’s still very early days, and the next few holes could be the ‘make or break’ for this
discovery.

e We have gone back to look at what the geophysics can tell us. The rocks intercepted in all
holes so far are quite rich in magnetite (see photograph of core on the previous page). So
detailed magnetics should be useful.

e Asshown in the following plan, the magnetic survey suggests that the Burns high grade could
be more of a pipe than a vein structure. This interpretation would match the drilling so far.
Hole 260 appears to have hit the magnetic unit right in its core.

e The dimension of this high mag anomaly is around 400-500m by 200-300m. Could this be
mapping the magnetite-rich (and hopefully gold/copper rich) alteration?

Driliholes Jan 2021 Drilling
Max gt Au
®>50 * Completed Diarmond Tails

1 2 5‘: § a ¥ Complsted RC hoks
1;4; 10 . Previous Drilling
(¢ Diamond driling

* Results pending § o Arcare

______

- s ﬁL
Figure 3 Inset plan highlighting drill hole plan at the Burns prospect over a
magnetic image (TMI RTP) prepared from merged ground and aeromagnetic
data. The warm colours highlight a strong magnetic response from the
bedrock (refer to Figure 4 for detailed drill hole plan).

Source: LEX release 23 February 2021

e So what could it be? Burns is an unusual style of mineralisation in the goldfields of WA and we
have struggled to find something similar in the region. The area surrounding this discovery is
peppered with drill holes from previous explorers that show plenty of decent widths of low grade
copper and gold. This is plainly a very large system with plenty of contained metal. Could the Burns
high grade be at the core of a pipe-like structure and which has considerable vertical extent.

e In our work in gold-copper porphyries in the much younger rocks of NSW’s Lachlan Fold Belt (see
our May report on Kincora, KCC:ASX), we have seen a number of deposits like this, which are
referred to as finger or pencil porphyries, describing the geometry of these deposits. Examples
here include the Ridgeway deposit at Cadia, the numerous copper porphyry pipes at NorthParkes
and the new discovery, Boda.

e But do these types of deposits exist in the very old (Archaean/Proterozoic) rocks of WA? Work
undertaken by the local Geological Survey suggest that they might. Research over the past few
years has identified rocks called sanukitoids, a type of porphyry, which are chemically similar to
monzodiorites, diorites and granodiorites but which contain minerals which suggest they are very
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late intrusives and might be responsible for the gold mineralisation seen at Burns. They are inferred
to come from very deep in the earths crust, so could have significant depth extent. The following
cartoon illustrates the theory.

hydrated and enriched
mantle lithosphere
(peridotite)

Source: H Smithies, WA Geological Survey, 2019

e These sanukitoids may be plumbed by major crustal fractures, which are plentiful around the
area of the Burns mineralisation.

So what is, or why is there, this clear and
significant relationship between these
magmas and Au mineralization

?
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Simple

Lamprophyres, sanukitoids
and Au mineralization all like
to hang around big cracks!

Source: H Smithies, WA Geological Survey, 2019

We assume that there is a major fault zone (a ‘big crack’) in the Burns area into which the Eastern
Porphyry has been intruded.

BSCP’s view

LEX has demonstrated the age-old thesis: put good geologists into prospective geology, provide
them with healthy exploration budgets, and with a bit of science and a good helping of geological
luck, an orebody will be found. Wade Johnson, LEX’s CEO has spent decades in the Kalgoorlie
goldfields. The Burns project has been on his radar screen for many years.

The next few months will be interesting. The next datapoint will be core from hole 267 which is
likely to hit TD within days. Should this show more-Burns style mineralisation (“red rock” and
magnetite with pyrite and chalcopyrite), this could add a further 60m or so to the down-plunge
extent of the zone.

Then we are likely to see further holes, perhaps deeper, perhaps along strike, to obtain an idea of
how big this thing might be.

And sometime over the next few weeks, we will see assays from holes 4 and 25, hopefully
confirming that economic grades have been intersected.

The next question for us is: could there be other porphyries along this major fault? Could Smithers,
a few hundred metres to the NW, be another deeper pipe? Could Neon, 5km to the NW be
something similar?

What’s it worth? The success case could see LEX at multiples of the current share price, particularly
in the current exploration focussed market. Investors should recall that Chalice’s Julimar discovery,
still without a resource and definitive metallurgy, underpins a $2.6 billion market cap.

It is early days, and exploration is a risky business. However, for us Burns is one of the more
interesting discoveries in the Eastern Goldfields. We find it a little odd that with such success the
stock has dropped some 40% from its highs in April.

There should definitely be room in portfolios for LEX.
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By downloading this report, you acknowledge receipt of our Financial Services Guide, available on our web page
www.bridgestreetcapital.com.au.

Bridge Street Capital Partners Pty Ltd is licensed to provide financial services in Australia; CAR AFSL 456663; Level 14, 234
George Street, Sydney NSW 2000
Bridge Street Capital Partners Pty Ltd is providing the financial service to you.

General Advice Warning

Please note that any advice given by Bridge Street Capital Partners Pty Ltd or its authorised representatives (BSCP) is GENERAL
advice, as the information or advice given does not take into account your particular objectives, financial situation or needs.
You should, before acting on the advice, consider the appropriateness of the advice, having regard to your objectives, financial
situation and needs. If our advice relates to the acquisition, or possible acquisition, of a particular financial product you
should read any relevant Prospectus, PDS or like instrument.

Disclaimers

BSCP provides this financial advice as an honest and reasonable opinion held at a point in time about an investment’s risk
profile and merit and the information is provided by BSCP in good faith. The views of the adviser(s) do not necessarily
reflect the views of the AFS Licensee. BSCP has no obligation to update the opinion unless BSCP is currently contracted to
provide such an updated opinion. BSCP does not warrant the accuracy of any information it sources from others. All
statements as to future matters are not guaranteed to be accurate and any statements as to past performance do not
represent future performance. Assessment of risk can be subjective. Portfolios of equity investments need to be well
diversified and the risk appropriate for the investor. Equity investments, made by less experienced investors, in listed or
unlisted companies yet to achieve a profit or with an equity value less than $50 million should collectively be a small
component of a balanced portfolio, with smaller individual investment sizes than otherwise. Investors are responsible for
their own investment decisions, unless a contract stipulates otherwise. BSCP does not stand behind the capital value or
performance of any investment. Subject to any terms implied by law and which cannot be excluded, BSCP shall not be
liable for any errors, omissions, defects or misrepresentations in the information (including by reasons of negligence,
negligent misstatement or otherwise) or for any loss or damage (whether direct or indirect) suffered by persons who use or
rely on the information. If any law prohibits the exclusion of such liability, BSCP limits its liability to the re-supply of the
Information, provided that such limitation is permitted by law and is fair and reasonable.

Disclosures

Dr Chris Baker, an authorised representative of BSCP, certifies that the advice in this report reflects his honest view of the
company. He has 29 years investment experience in wholesale capital markets. He worked as a mining analyst for brokers
BZW and UBS for 11 years and has a further 16 years’ experience as a mining analyst and portfolio manager with Colonial
First State and Caledonia Investments. He now provides independent financial advice on a part time basis. He may own
securities in companies he recommends but will declare this when providing advice. He currently owns shares in LEX. He is
remunerated by BSCP but is not paid a specific fee for providing this report.

BSCP acted as Joint Lead Manager of the IPO of LEX in October 2016 and received corporate finance fees for this role. BSCP
acted as Joint Lead Manager of a placement of shares for LEX in July 2018 and August 2019 and received corporate finance
fees for this role. BSCP, its directors and consultants may own shares and options in LEX and may, from time to time, buy and
sell the securities of LEX.

LEFROY EXPLORATION (ASX: LEX) | Research report
Page | 6


http://www.bridgestreetcapital.com.au/

BRIDGE STREET

CAPITAL PARTNERS

Appendix 1

US Disclaimer: This investment research is distributed in the United States by Bridge Street Capital Partners Pty Ltd and in
certain instances by Enclave Capital LLC (Enclave), a U.S.-registered broker-dealer, only to major U.S. institutional investors,
as defined in Rule 15a-6 promulgated under the U.S. Securities Exchange Act of 1934, as amended, and as interpreted by the
staff of the U.S. Securities and Exchange Commission. This investment research is not intended for use by any person or entity
that is not a major U.S. institutional investor. If you have received a copy of this research and are not a major U.S. institutional
investor, you are instructed not to read, rely on or reproduce the contents hereof, and to destroy this research or return it to
Bridge Street Capital Partners Pty Ltd or to Enclave. The analyst(s) preparing this report are employees of Bridge Street Capital
Partners Pty Ltd who are resident outside the United States and are not associated persons or employees of any U.S.
registered broker-dealer. Therefore, the analyst(s) are not subject to Rule 2711 of the Financial Industry Regulatory Authority
(FINRA) or to Regulation AC adopted by the U.S. Securities and Exchange Commission (SEC) which among other things, restrict
communications with a subject company, public appearances and personal trading in securities by a research analyst. Any
major U.S. institutional investor wishing to effect transactions in any securities referred to herein or options thereon should
do so by contacting a representative of Enclave.

Enclave is a broker-dealer registered with the SEC and a member of FINRA and the Securities Investor Protection Corporation.
Its address is 19 West 44th Street, Suite 1700, New York, NY 10036 and its telephone number is 646-454-8600. Bridge Street
Capital Partners Pty Ltd is not affiliated with Enclave or any other U.S. registered broker-dealer
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